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The Commonwealth
of Virginia is a leader
among the states in
the use of information
technology and in
customer service.

Virginia’s
decentralized
management of
enterprise resources
has cost, productivity,
and effectiveness
consequences.

1 Executive Summary

As many observers have recognized this year, the Commonwealth of Virginiais
aleader among its state peersin the use of information technology and in
customer service. The National Electronic Commerce Coordinating Council
recently made recognition awards to four Virginia agency projects that use
technology to efficiently and cost effectively deliver citizen services. The
National Association of Chief Information Officers gave Virginiaits top award in
2003 to recognize the Commonwealth for its innovative transformation initiative
creating the Virginia Information Technologies Agency (VITA). And in the
Digital State Survey conducted by the Center for Digital Government and others,
Virginiamoved to 8" place (from 28" the previous year) for its application of
advanced technology to government operations. Clearly, the Commonwealth has
understood the business value of technology.

At the same time, the Commonwesalth faces critical challengesin 2003: stagnant
tax revenue in the face of pressing priorities such as public schools, hedlth care,
law enforcement, and prison funding; a weakened rainy day fund; and a budget
shortfall for the next two years that is presently expected to be $1.3 billion. This
financia situation puts Virginia s AAA bond rating at risk and potentially
adversaly affects the services that government provides to citizens. Such
conditions evince a pressing need for Virginia government to take innovative
steps to maximize the return for available budget while delivering equal and
more effective services.

Y et, the Commonwealth’ s decentralized approach to managing enterprise
resources may impede progress towards business innovation. As a Governor's
commission observed in 2002, Virginia government is “not presently organized,
even a the highest levels, to operate the basic business functions of state
government in the most efficient and effective manner.” The commission
commented that there is substantial room for improvement in amost all the basic
business practices in which the Commonweslth is engaged, suggesting that
$750M annually could be saved with improved practices and technology.* But it
is not only cost savings that are critical. State governments across the nation
recognize that productivity gains are essentia if they are to make any headway
againgt their fiscal issues and improve service delivery to citizens. As the
commercial sector has recognized, modernizing business practices by reducing
duplication and increasing standardization is key to growing productivity.

Asthe current administration and the Legidature understand, the technology
dollar can be one of the most potent resources available to decision makers to
reduce costs and improve business results. They also understand that its power
can be dissipated by duplication of effort and misalignment of technology
investments with the business needs of the government as awhole. The first step
in rationalizing technology use has been the creation of the Virginia Information

L Final Report, The Governor’s Commission on Efficiency and Effectiveness, December 2002.
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Aligning technology
investments with
business needs is a
powerful engine to
improve government
results.

Technologies Agency (VITA), atremendous step towards achieving significant
fiscal benefits from consolidating technology resources and providing centralized
services. Substantial benefits can be derived from developing baseline
technology standards and utilizing enterprise-oriented, centralized applications.

In the same way, there are equally exciting possibilities for service and efficiency
improvements by reengineering and standardizing administrative business
processes and systems across agencies. For example, the dozens of financidl,
budgeting, and human resource systems across state government are costly and
inefficient—and can lead in the best case to unnecessary reconciliation and in the
worst case, failure to share critical information. Governor Warner’s Srategic
Plan for Technology 2002-2006 highlighted the imperative to improve the
Commonwealth’s administrative systems. Improving business processes and
consolidating technology for administrative management in finance, budgeting,
human resources, and related functions across Virginia government will enhance
productivity and efficiency—and save money.

Virginia has a significant opportunity to hit afisca home run, to spend less
money while smultaneoudly increasing effectiveness. These goas can be
achieved through the implementation of more effective business processes and
service models utilized by the entire state government enterprise. These
processes and models would be enabled by carefully managed investmentsin
industry-standard business applications technology and by adopting new
operational models in the support and operation of the enabling systems. This
approach would address the chronic technology under-investment in
infrastructure and enterprise resource management that has hampered the
effective management in many state agencies.

However, the Commonwealth needs a means to accomplish enterprise change.
Although VITA has a broad mandate to provide outstanding service and
technology solutions for state government’s I T needs, it has a near-term focus on
consolidating I T resources across al state agencies by January 2005. While this
work is ongoing, there are critical efficiencies and productivity to be gained from
investing in new technology applications, streamlining the supporting
infrastructure, and changing operations models. Similarly, the rationalization of
business processes and technology for enterprise resource management is a
critical efficiency and productivity opportunity that must not be missed,
especidly in light of Virginia s continuing budget problems.

To respond to these business and technology needs, AM S and its partners are
pleased to present what we believe is the natural next step in the business and
technology overhaul that began with VITA creation: the Virginia Business
Modernization Initiative (BMI). BMI is a program designed to transform
Commonwealth operations by modernizing the administrative business
processes and enterprise IT infrastructure of the Commonwvealth, thus
supporting superior enterprise resource management and improved
government performance.

Also, we believe that there are sufficient cost efficiencies to be gained that
this program can pay for itself over ten years, while offering the
Commonwealth hundreds of millions of dollars in savings above the cost of
the proaram.
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AMS will lead the
Virginia Government
Transformation
Alliance. Other key
members are Unisys,
MCI, SiloSmashers,
GovConnect, and
Belacorp.

We recognize that thisis abig vison—-but it is an achievable and practical one,
using the set of applications and infrastructure tools for enterprise modernization
that is now available. Supported by technology, the Business Modernization
Initiative is a pragmatic solution to an urgent problem to improve Virginia s
enterprise resource management practices—with better stewardship of the
public’s funds and superior constituent service.

To deliver on the modernization promise, we have structured the Virginia
Government Transformation Alliance: ateam of firmswith varied strengths and
capabilities that share a deep interest in and commitment to modernizing
administrative business practices and technology of Virginia government. The
Alliance consists of AMSas prime contractor, with major partners Unisys, MCl,
SiloSmashers, govConnect, and Belacorp.

Exhibit 1-1  Virginia Government Transformation Alliance

UNISYS

Vel GovConnect

In partnership with the Commonwealth, our Alliance will deliver

®  Consolidated and modernized business processes and enterprise
applications for the core administrative business functions of the
Virginia government enterprise, designed to serve all agencies.

®  Consolidated and modernized information technology infrastructure
and associated functions in selected areas under the jurisdiction of
VITA.

®  Shared service centers as delivery organizations to provide ongoing
operational support for common activities that are undertaken
throughout the government, such as help desk or call center operations.

2 All referencesto “AMS” in this proposal refer to American Management Systems, Incorporated, a
Delaware corporation which is awholly-owned subsidiary of CGI Group, Inc.

Virginia Business Modernization Initiative (BMI) Executive Summary

Commonwealth of Virginia

©Copyright 2003, American Management Systems, Inc.

December 18, 2003; resubmitted May 21, 2004 3



ECGI:E'"’.:

The Business
Modernization
Initiative extends the
vision that created
VITA and offers the
natural progression
towards
transformation of the
Commonwealth’s
business processes.

Business
modernization
advances the public
purpose of improving
government
productivity,
management
effectiveness, and
quality of citizen
services.

We propose that this program be implemented through a public-private
partnership with the Commonwealth under the PPEA, as permitted by changes
included in House Bill 1925 as adopted by the 2003 General Assembly. The
program would be supported by an aternative funding model that uses an initial
investment of private sector funds to jump-start the improvements that will yied
financia benefits to ultimately pay for the program.

This program is well suited to a PPEA approach. The first and primary reason is
the urgency of the need—the current structurally caused inefficiencies cannot be
sustained in the face of Virginid s fiscal and productivity pressures. A standard
RFP-based procurement approach would take significantly longer to initiate.
Second, the partnership requires the private sector partner to bear significant
financial risk, and a standard RFP approach would not alow the creative give
and take in funding design that the partnership model promotes and requires.
Third, the financia investment required to undertake and sustain this program is
not readily available to the Commonwedlth in the current fiscal environment.
Finaly, a partnership approach better accommodates a dynamic program—when
new projects are identified that will produce savings or benefits that can help pay
for the program, they can be easily added to the contract and implementation
design. An RFP with limited and directive requirements does not easily
accommodate the addition of new idess.

The BMI concept, Alliance of partners, implementation strategy, and finance
model are summarized in the following sections.

1.1 Business Modernization Initiative Concept

In current best practice in both the public and private sectors, a modern, effective
business enterprise aligns its technology investments with strategic plans and
mission objectives. It consolidates the administration and management of
common processes and resources to accelerate the flow of information and
optimize business processes. For those businessand IT functions that are outside
its core competencies, a modern business enterprise uses a more cost-effective
external resource for those functions. Such functions are commonly structured
through a utility model that provides network-based access to computing
services, business processes, and applications through a pay-as-used service.

To ensure the relevance and usefulness of its information technology

investments, a modern business enterprise links business issues with I T planning
to accommodate the interdependencies among organizations and people, business
processes, and technology. This orientation reduces the cost of technology
investment and increases the quality of results, because investment and
reengineering are designed so that technology is the enabler, not the driver, of
business decisions.

We observe that this set of best practicesis being adopted at the federal level:
both civilian and defense agencies are streamlining, consolidating and
transforming business practices with the help of AMS and its partners.

To help Virginia meet the financial and performance challenges it faces, we
propose that the Commonwealth move to modernize its business functions and
supporting I T infrastructure. Our proposal goes beyond smply taking the
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Commonwealth’ s existing technology assets and making them more efficient by
wringing out cost savings. Instead, we propose to make significant investments to
overhaul the current administrative systems, processes, and supporting
infrastructure—yielding a modernized, more effective set of business practices
that achieve higher productivity, deliver better customer service, and use a skilled
workforce to meet the demands of 21% century government. An essential element
of this plan is atrue partnership between VITA and the BMI program to
prioritize investments based on their contribution to Virginia's strategic needs
and to jointly realize tangible benefits to support a continuing investment stream.

The Alliance recognizes the importance of providing economic opportunities
beyond those regions of Virginiathat traditionally have benefited from growth in
high technology. Our plan includes a commitment to economic development in
disadvantaged locations in the Commonwealth, through a program of reinvestment
of savings. The opportunities that we would seek out include the implementation of
shared service centers, which could involve both high technology and business
serviceroles. The Alliance is aware of the importance of using benefits and savings
generated from the proposed programs, in order to gain achievements for this wider
range of outcomes.

We do not propose to replace or privatize VITA or to strip state agencies of their
administrative responsibilities. Instead, we propose to complement VITA’swork to
advance its success. Because VITA isfully occupied with a massive consolidation
of IT human and technical resources, it does not have the financial or personnel
resources to engage in some of the reengineering and modernization needed. In
fact, VITA saff routinely note the need to bring al state agenciesto a basdine of
technology best practices before they begin other technology activities, but they
acknowledge that they are lacking financial resources for this baselining effort. The
Alliance proposes to support VITA’s mission execution by taking direct
responsibility for selected activities so that state and private resources can be most
effectively deployed to extend the vision that created VITA. Similarly, we intend to
partner with the central administrative agencies to create a consolidated
administrative systems approach that meets the government’ s business enterprise
needs.

The business modernization model has aready been proven successful in
Virginia. In the Commonwesdlth’s Department of Taxation through the VATAX
Partnership Project and in the Department of General Services with eVA, the
statewide procurement system, significant new capabilities and large economies
were derived from business modernization that leveraged information
technology. These two hugely successful pilot projects effectively demonstrate
that this model can be applied more broadly and that AMS is a partner committed
to the public purpose of improving government productivity, effectiveness, and
citizen services.

To evauate the feasibility of a program like the one we propose, our team has
performed preliminary due diligence on a number of project opportunities that
show significant financial and performance benefits within three years. Our
research has made it clear that there are tremendous opportunities for both
immediate successes and long-range business improvements. We have concluded
that these projects should be pursued as a full-fledged modernization strategy that
targets the core business processes that are most responsive to reengineering and
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The BMI optimizes
business processes,
aligns organizations,

enhances technology,

and deploys ongoing
services for the
enterprise.

technology enhancement and that offer the most financial and performance
leverage to the government enterprise, across all agencies.

1.1.1 Elements of the Business Modernization Initiative

We propose that the Commonwesdlth-Alliance partnership work together to
execute three mgjor work streams that compose the Business Modernization
Initiative, asillustrated in Exhibit 1-2.

Strategy. This work stream incorporates the Commonwealth’s strategic
vision into a set of formally adopted business drivers and makes certain that
the business drivers guide the choice of projects and implementation paths
for dl dements of the Initiative. To embed strategy into implementation, the
strategy work produces blueprints for the envisioned end-state of the
enterprise. Strategic planning is ongoing; the BMI processes will adapt the
business drivers based on evolving decisions by the Commonwealth and
benefit redlization progress for the duration of the Initiative.

Transformation Activities. These activities fall into three categories:

= Business process reengineering to produce more effective and efficient
business practices for both internal administrative management and
congtituent-facing functions. Reengineering is proposed in the areas of
processes for administering financial, property, and human resources;
revenue maximization; and consolidation of common support services
such as customer service or payroll.

*  Organizational alignment to manage the Initiative’ s impact on the
Commonweadlth, including the transition of a workforce that must adapt
in skills and utilization as business processes change and new
organizations are established to provide shared services that al Virginia
government can use.

*  Technology modernization to rationalize and streamline infrastructure
and to deploy integrated enterprise applications for better administrative
management.

Enterprise Services provided by Shared Service Centers t0 support the
transformed enterprise. These services may range from basic technical
support to selected outsourcing of application management, I T services, or
business processes. Outsourcing candidates will be those task and functions
that can be performed more cost-effectively by the Alliance. Other services
will continue to be provided by Commonwealth organizations.

Executive Summary
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The BMI will deliver
consolidated, modern
administrative
systems for the
enterprise,
consolidated IT
infrastructure, shared
services, and ongoing
operational services.

Exhibit 1-2 Conceptual View of the Business Modernization
Initiative

Commonwealth

= Lang Term Strateqic Vision « [Human Resources » Statutory Structure

2. Transformation
Business Process Reenglneering

[+ Consolidated Admintstracive
Provawse

E = Shared Service Moded

—  Fevenue Moxsmization

‘_| 1
1. Strategy |_J|—”‘r—'q"J L
= Sision E Crrganizational Alignment
. Eusiness Oriers # Now Business Procesos
- Planning ¢ Pared Service Contos
« wersight L_ = Transiticsn Kanagerment

T gy 0 g 1

Technology Modermization
+ Conmsclidated Data Canters

LI

+ Integratad Entarprisa Applications
= Enterprise Daka Arghitocture
* Applcatkon Irifrastructurs

Uirglnfa Government Transformation Alliance
« Implementation * Financial Resources = Risk Sharing

- B -0 1R

1.1.2 Realization of the Business Modernization Initiative

Through this work, we will ddliver solutionsin four areas.

1. Consolidated and modernized business systems for the core

administrative business functions of the Virginia government enterprise.

* Financial Management

»  Performance Management and Budgeting

= Payroll, Benefits, and Human Capita Management
*  Asset Management

=  Enterprise-wide Management Reporting

2. Investment in, support, and operation of consolidated data centers and

other aspects of the Commonwealth IT infrastructure, to complement and
further VITA’s activities and responsibilities

3. Shared service centers that provide operations support, such as consolidated

call centers or enterprise electronic payment service centers.

4. Other ongoing operational services as needed for the modernized

government enterprise, especialy in areas of technology refresh and upgrade.

We believe that many of these systems and services can also be made available
for use by loca government and higher education institutions—thus extending
the value of the investment. For example, local governments could choose to buy

Virginia Business Modernization Initiative (BMI) Executive Summary
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data center services or to use the shared service centers in order to reduce their
own IT investments or to simplify citizen access.

These kinds of efforts to modernize the business enterprise across government
improve productivity and remove cost leakage from both technology
infrastructure and core administrative business processes. They allow better
agency focus on programmatic missions because fewer resources are needed for
administrative functions and the requisite technology and infrastructure. A utility
model can be used to build common functions and technology once, to be used
by agencies many times. Such modernization produces better information for
monitoring government performance and making business decisions.

1.1.3 Benefits of the Business Modernization Initiative

The overarching goal of the BMI is to transform government enterprise
operations so that they directly contribute to achieving Virginia s strategic
objectives. Exhibit 1-3 illustrates that many stakeholder groups will benefit long-
term from this improvement initiative.

Exhibit 1-3 Future Benefits of the Virginia BMI
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Asareault of the BMI, public service from Virginia government will improve.
The more time and money that agencies divert to administrative management, the
less time and money they have to devote to their public service missions. With
the proposed improvements to business processes and consolidation of
administrative systems and information technology, agencies and departments
will benefit from increasing a scarce commaodity: time to spend with the
congtituents they serve.

Similarly, the improved back-office processes and constituent relationship
management will improve the quality of interactions that businesses have with
government. A more efficient and effective government increases the desirability
of Virginia as a place to work and locate businesses.

Executive Summary Virginia Business Modernization Initiative (BMI)
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The Virginia
Government
Transformation
Alliance’s team of
premier firms has the
experience and
capabilities to succeed
with business
modernization of the
Commonwealth.

We expect that other economic benefits to the community will also result from
this program. Our proposed consolidation of information systems and
development of anew data center, disaster recovery center, and call center will
improve technology training for state IT employees, increase job opportunities
around the Commonwealth, and offer subcontractors opportunities to provide
services on the BMI.

1.2 The Business Modernization Initiative
Partnership

Ddlivery of this program would be accomplished through the creation of a
public-private partnership (under the PPEA) between the Commonwealth of
Virginiaand an Alliance of private sector firms that collectively will deliver the
products and services for business modernization.

1.2.1 Virginia Government Transformation Alliance

To create and deliver sweeping change, a business modernization initiative like
this demands a team capable of delivering systems integration, business process
reengineering with the attendant organizational development and change
management, I T infrastructure creation and deployment, and industria strength
program management. In short, this scope requires more resources and expertise
than any single public or private sector entity possesses. This set of capabilities
and knowledge is best offered to the Commonwealth through a team of premier
firmsthat collectively have the demonstrated experience and capabilities to
succeed. The Virginia Government Transformation Alliance is an assembly of
companies that bring particular strengths and capabilities but that share a deep
interest in and commitment to the modernization of technology and
administrative business practices of Virginia government. Four of the six
Alliance members are Virginia-based, with afifth headquartering its worldwide
public sector operationsin Virginia. Our team has area stake in the improved
performance of our home state.

AMS will serve as the leader of the Alliance, with each additiona member
committing to exclusive teaming agreements to work on this program. We
strongly believe that our collective experience is an essential element to the
success of our partnership with the Commonwealth.

As prime contractor, AMS will bring partnership management, robust program
management, and systems integration. With 2002 revenues of almost $1B and
about 6,500 employees, AM S was established and has been headquartered in
Virginiasince 1970. AMS iswell known to the Commonwealth and has a record
of successful engagementsin Virginia government for the last seventeen years.
Two of AMS's premier and award-winning transformation projects are in
Virginia the eProcurement project eVA and the VATAX Partnership Project.
These projects, though on a smaller scale, apply the same principles of
transforming the enterprise that we propose for the BMI. They stand as pilot
efforts for the modernization we want to accomplish for the enterprise. We have
ademonstrated history of resultsin Virginiaand in many other states, because we
have a deep understanding of the business practices and supporting technology
that enable better government performance.

Virginia Business Modernization Initiative (BMI) Executive Summary
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AMS will lead the
Virginia Government
Transformation
Alliance. Other key

members are Unisys,

MCI, SiloSmashers,
GovConnect, and
Belacorp.

There are five other mgjor partnersin the Alliance:

®  Unisys IS aworldwide information technology services and solutions
company formed in 1986; more than 39,000 Unisys employees serve clients
in 100 countries, and its global public sector operations are to be newly
headquartered in Virginia. Unisys brings expertise in data center
consolidation and ongoing management, particularly informed by its 25 years
of providing large-scale technology servicesto Virginia

= Mcl isaleader in providing globa businesses, government offices, and U.S.
residential customers with local-to-global business data, Internet and voice
services. Founded in 1968 and based in Virginia, the firm has 55,000
employees in 65 countries around the globe. MCI owns and operates some of
the world's most complex and sophisticated custom networks, delivering
value for awide variety of customers and more than 75 U.S. federd
government agencies.

= Egablished in 1992, SiloSmashers isasmal Virginia-based company with
extensive federal government experience in balancing technology change
with business and organizational change. It offers proven methodologies,
tested knowledge, and experience in reengineering business processes and
managing the organizationa change that comes with business transformation.

®  GovConnectisaleading provider of electronic service delivery solutions for
government agencies. Founded in 1979, GovConnect has a staff of over 400
and has helped agencies across the U.S. conduct millions of transactions that
result in the electronic transfer of trillions of dollars in revenue annually.
GovConnect is based in Cincinnati, Ohio, and is a subsidiary of govONE
Solutions, LP.?

" BelaCorpisasmall and woman-owned firm founded in 1999 and based in
Virginia. They are experts in infrastructure consolidation and design as well
as business consulting.

As demonstrated by the composition of our primary team, we have a strong
record of employing small, women-owned, and minority (SWAM) firmson
similar efforts, and we anticipate using even more Virginia-based SWAM
businesses as subcontractors through the ten-year life of the program. We note
that AMS and Unisys both have teaming agreements with Virginia SWAMs
under the VITA Advanced IT Resources Contracts and we plan to leverage these
SWAM business partners to assist us in delivering BMI to the Commonwealth.

1.2.2 Relationship of the Virginia Government
Transformation Alliance to Partnership

In apublic-private partnership like this one, each partner brings essential assets
and commitments.

The Virginia Government Transformation Alliance is the private sector
implementation partner, bringing the resources and willingness to invest its own
funds and bearing the initia financial risk to start the program. We bring our

390ovONE Solutions is an operating company of e€ONE Global, LP (www.eoneglobal .com), aleader
in emerging payment technol ogies and systems and majority-owned by First Data Corp. First Data
has more than 27,000 employees worldwide and 2002 revenue of $7.6B.
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A Business
Modernization Board
will provide policy
guidance and
strategic direction to
the entire

modernization effort.

experience gained from hundreds of project implementations that have improved
the way government works. We also bring our commitment: we are willing to
bring these assets to bear because we believe in the viability of this Initiative.
The Commonwedlth is the public partner that brings its long-term strategic vision
to guide the work, its human resources to participate and ultimately own the
modern enterprise, and its commitment to embrace modernization in both
business processes and technology use.

We propose severd options for how the Alliance will interface with the
Commonwedlth. The four essentia issues that will drive the structure of that
interface are how the joint team decides to structure the nature of the contracting
entity, employee transition, program financing, and equipment ownership. In
Chapter 4, we more fully outline the potential benefits and the pros and cons of
each option.

1.3 Business Modernization Initiative
Implementation

1.3.1 Partnership Governance Model

Our proposal relies on arisk and reward-sharing partnership, and our conceptual
management approach deeply integrates the values of partnership and shared
management of the BMI. Modeled after other public-private partnershipsin
which Alliance members have successfully participated, the organizational
structure for the BMI embodies joint oversight and decision-making through a
governing board, program management, and interrelated project management. It
is designed to foster a true public-private partnership.

Asshown in Exhibit 1-4, the integrated management approach emphasizes both
strategic guidance and strong daily governance.

Virginia Business Modernization Initiative (BMI) Executive Summary
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The BMI will provide
state employees with
new opportunities
and new abilities to
deliver excellent
service to citizens.

Exhibit 1-4  Conceptual Partnership and Governance Approach

Businass Business Modernization Board Banehits

Leadership Counell  F----- Loy Funen evrvtoary, Adnrimisiration 7

Semiar Alliance Exeousives Secrevary, Tokology  CIO Allancet2) Moasurement
u e Committes
E v e | I » Legislemre
o e
= 177
5 Gommonwwealth| e
= ——| Program =— Cortracts Ko
E Steoring Council i Director
= . i —-—J
o Ty S s - =1
(=
=
[

I
i ! . Alliance Program
Tom i Frogram | 1 Management
§ Dirgctor Offica
4 [ il flice
1

Telaipgoaris
% 1ime
Steering
Commitkea | Project | N
Project Groupé - e e | | — Project Manager; | Committes

i Stearing ‘

= - ] Entarpriss L i

Froiect CGroun B r ! Integration ruration &

= Gl —_= — 1 & Operatiorn Uperateoms
P 1A

"
=
&

=
i
o
B

=]

o
B
<

=
o
o
-

wl

o

2
G

o

AR

A Modernization Board will offer policy guidance and strategic direction to the
entire effort, supported by a Business Leadership Council to advise and a
Steering Council to make tactical and execution decisions. Thereisaso a
Benefits Measurement Committee that will approve performance and benefits
commitments; this group brings the Legidature into an important decision role
and helps to establish long-term commitment.

Both the Commonwealth and the Alliance contribute resources to a management
team and to the projects that compose the BMI. An Alliance Program Director
has daily responsibility for directing the entire BMI, with oversight of the many
projects that compose the overall program. A Commonwealth Program Director
will govern projects to meet Commonweslth standards, facilitate state staff
involvement, and manage the contract. Project teams may be composed of amix
of Commonwealth and Alliance staff.

One of the principles guiding our plan is a smooth transition for employees
currently performing functions that may change as a result of business and
technology modernization efforts. Severa options for this trangition, including
staffing levels and costs, are outlined in Chapter 4. These options make clear that
the Alliance intends to invest in employees to leverage their knowledge and
capabilities, to offer opportunities for success, and to offer chances to be part of a
nation-leading initiative.

Executive Summary
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1.3.2 Implementation

The Alliance' s proposed implementation strategy is to construct and improve the
enterprise processes and supporting I T within three years, and then expand,
improve, and support ongoing enterprise operations over the next seven years for
atenyear project life.

We will manage a Implementation design will be guided by four design principles, as shownin
dynamic portfolio of Exhibit 1-5. These ideas are important in a program with such alarge scope, wide
projects with potential impact, and significant need for flexibility as opportunities for
structured planning improvement emerge.

for a measured,

. . . . . : .
successful delivery. Strategic Planning. We will articulate the key business drivers that represent

the Commonwedlth’'s strategic vision. The Business M odernization Board
will validate and approve these drivers as the standard against which the
appropriateness of each potential project will be assessed.

= portfolio Management. We will manage the possible projects as an
implementation portfolio. Using the business drivers, the Partnership’s
Program Management Office can prioritize projects and shift the planned
portfolio to optimize the benefits from particular projects or project
combinations. Central to this approach is the development of sound business
cases that concretely establish costs and benefits to be derived from each
project. The Board will approve the investment in individua projects and
make the programmatic, policy and process commitments necessary to
achieve the proposed benefits.

®  Structured Planning. Our structured planning technique relies on business
and technology blueprints to represent the desired end state for a particular
function. Work proceeds against a blueprint as part of an integrated program
plan.

®  Methods-Driven Execution. Fourth, our methods-driven execution will
minimize risk and regularly return measurable results. We plan to
supplement our regular, phased delivery with Rapid Return projects that
produce fast turnaround business benefits to the Partnership. Part of this
execution is the continual progress and benefits measurement, so that we can
show operational benefits, continually improve delivery, and realign projects
in the portfolio as it makes sense.

Virginia Business Modernization Initiative (BMI) Executive Summary
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December 18, 2003; resubmitted May 21, 2004 13



-
“CGI dmns

Implementation will
last three years for
fundamental
transformation work
and then move into
enterprise operations

mode for seven years.

Exhibit 1-5 Conceptual Implementation Strategy
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The Alliance believes that this Initiative has a ten-year operations envelope. In
the first three years, the Alliance will accomplish the fundamental transformation
work in three phases. Thereafter, the Initiative will move into an ongoing
enterprise operations mode for seven yearsin order to operate the new
capabilities delivered through Phase 3. In this mode, we will extend technology
into more agencies for their administrative business management, identify new
areas for shared service centers to reduce costs and increase productivity, provide
ongoing technical and consulting support, and monitor business processes and
support systems for continuous improvement and alignment with the
Commonwedlth’s strategic goals. We will initiate upgrades and new capabilities
following the same decision processes and criteria devel oped and used through
Phase 3.

Exhibit 1-6 describes the activities of the first three phases
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Exhibit 1-6 Conceptual Roadmap of First Three Phases
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1.4 Financial Model

The Virginia We propose to fund the BMI through a gain-sharing model. We believe that there
Government are enough cost efficiencies to be gained that this program could pay for itself
Transformation over ten years, while offering the Commonwesalth hundreds of millions of dollars
Alliance provides in savings above the cost of the program. The strategy provides for the initia
upfront investment investment by the Alliance to create and sustain the technology improvements
and bears the risk and business services that will ultimately pay for the program. The Allianceis
while improvements willing to bear this risk because we are confident that savings of this magnitude
are made that will can be created.

eventually pay for the

Our financid plan is based on preliminary analysis of the Commonwealth’s

program. spending on IT and administrative systems and several other sources. The
Virginia Business Modernization Initiative (BMI) Executive Summary
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Alliance also has direct experience in benefits- and performance-based initiatives
in California, Kansas, and New Y ork City, as well asin the Commonwealth. We
have used metrics from similar ERP implementations against published
Commonwedlth data to help quantify benefits estimates, and we used third party
analysis to help us benchmark operational efficiencies we believe that the
Partnership can gain.

In the remainder of this proposal, we provide the following information:

= Chapter 2 summarizes the qualifications and experience of the Virginia
Government Transformation Alliance of firms.

= Chapter 3 describes our proposal in terms of the program elements and a
conceptual implementation strategy for the Modernization Initiative. This
chapter also discusses program impacts and gives scenario examples of the
changes and improvements that Virginia government will experience as the
result of modernization of business processes and technology infrastructure.

= Chapter 4 describes our financing plan and other innovative ideas that we
consider centra to our proposal. Portions of this chapter are considered
proprietary; we have marked these and submitted them under separate cover,
and we ask that the Commonwealth hold the separate material confidential.

= Chapter 5 discusses program benefits, its compatibility with Commonwealth
strategic plans and goal's, and anticipated stakeholder response to the
program.

For ease of review, we have included the pertinent text showing content
requirements of the PPEA guidelines at the beginning of each section within
chapters.

The Virginia Government Transformation Alliance looks forward to the
opportunity to discuss our conceptual proposal with the Commonwesdth. We
anticipate working closely with the Commonwesalth during the Conceptual
Proposal Detailed Review phase to conduct the further due diligence and
discovery that will allow us to prepare awell-informed detailed proposal.
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